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REroRI' OF THE ASSEMBLY SEI..'OCT CCM1I'ITEE ON 
REVISICN OF THE N::NPROFIT CORPORATICNS CODE 
I. PREFACE 
A. JNTRODUCTICN 
GOVERNMENT 
PUBLICATIONS 
This Report of the Asse:nbly Select Ccmnittee on Revision of the Nonprofit 
Corporations Code was prepared to aid the Leglislature, the courts and rrerrbers 
of the bar of this state in canprehending the new Nonprofit Corporation Law 
enacted by AB 2180 ("New Law"). 
AB 2180 was produced in connection with the project to revise the NonpJX?fit 
Corporation Law undertaken from September 1976 through September 1978, as a 
joint effort by the Select Carmi ttee and the Special Carmi ttee on the Revision 
of the Nonprofit Corporation Law of the Business Law Section of the State Bar of 
·'' ;;-
California. The Bill, as enacted, represents a canprehensive revision of the 
Nonprofit Corporation Law. 
The project was undertaken to rrodernize and clarify the Nonprofit Corpora-
tion Law and to facilitate the conduct of nonprofit corporations while maintain-
ing and e:xpanding upon this state's traditional protection of the rights of rrem-_ 
hers, creditors and the public. Additionally, the Carrnittees strived to elimin-
ate ambiguities, conflicting and redundant provisions and to present the New 
Law in a clear and logical :manner. NOT l'tENIO'Ii: 
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B. 'THE NEED FOR THE NEA\1 :ocw'IDFIT LAW 
It was essential that california have a comprehensive revision of the law 
·governing nonprofit corporations. At present and mtil the effective date of 
AB 2180, California 1 s Nonprofit Corporation Law will incorporate by reference 
the old General Corporation Law which was repealed as to business corporations 1 
effective January 1, 1977. Thus a state of confusion and mcertainty exists 
for California 1 s 62,000 nonprofit corp:::>rations. Aside fran problems in re-
ferring to a law which has been repealed for nost other purposes and ccpies of 
which rray already have disappeared in nost offices, reference to a statute 
governing business corporations results in significant problems. For example, 
the business law sets forth rules governing shareholders, dividends, arrl can-
.. plex econanic relations. HCM do such rules apply to problems which arise in 
nonprofit corporations? What standards govern the conduct of directors of non-
profit corporations - the business standards or trust rules? The New Law is 
drafted to set forth, in one division of the Corporations Code, the principles 
of rorporate law that apply to the form3.tion, internal governance, and dissolu-
tion of nonprofit corporations and to answer some of the unique questions such 
roi'];X)rations present. 
C. THE DRAFTING PRCCESS 
·. 
The process through which the New Law was drafted is similar to that used 
in respect to the Corporate Securities Act of 1968 and the New General Corpora-
tions Law (GCL}. In the case of the New Law the Business Law Section of the 
State Bar apr=ointed a Special Cc:mnittee on the Revision of the Nonprofit Cor-
t:oration Law. Drafts and research and discussion :rrerroranda were prepared and 
Submitted to this Comnittee on a regular basis. The can:nittee included attor- _ 
neys who participated in drafting the OCL and attorneys who, through represen-
tation of a wide variety of nonprofit entities, were familiar with the needs 
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and problems of nonprofit corporations.~ Representatives from the Secretary 
of state's office, the Depa.rt::nent of Corporations, and the Charitable Trust 
Division of the· Attorney General's office provided advice and liaison to the 
carmittee.~ Ccmnittee rreetings VJere open to the public. To elicit widespread, 
c:c:mrent, over 1, 000 copies of the proposed law were sent to local bar repre-
sentatives, trade associations, professors, charities, churches, sch:Jols, health 
care service plans, practitioners and others in November of 1977 as Assembly 
Preprint Bill 12. In March of 1978, an additional rrailing was rrade of the bill 
in its introduced forrn. Cc:milEmts were received and changes rrade as a result of 
input from these rrailings and ccmrents received fran concerned organizations 
and rrembers of the public. 
Throughout this process, the State Bar Committee reviewed drafts and sug-
gested changes. Staff for the Committee was provided by an Assembly Select 
Ccmnittee chaired by Assemblyrran John T. Knox. Assemblyrran Knox also coordinated 
the efforts of the Select Comni ttee1/ and the State Bar Conmi ttee. Thus the 
\\Qrk product is a combined effort of the State Bar and the Legislature. 
Throughout the project, Professor Michael C. Hone served as draftsrran. 
During the initial stages of the project, Ira Ellrran was the consultant to the 
Select Corrrni ttee, while April Cassou served as consultant for the nine rronths .. 
prior to passage of AB 2180. 
l/ During the drafting process the following individuals served as members of 
the Ccmnittee: Carl A. Leonard, Chairperson; James Andrews; R. Bradbury Clark; 
Janes M. Co,,rley; Michael C. Hone; Stephen L. Kostka; Harold Harsh, Jr.; Anthony 
Pierno; Janet Stansby; Sandra Terzian-Feliz; and George H. Whitney. 
~ During the drafting process the follCMTing individuals served on the Cammi ttee 
as advisors and rrembers: Bill Holden, Associate Counsel, Secretary of State's-
Office; Lawrence Kreig, Corporations Counsel, Deparbtent of Corporations; Narren 
Abbott, Assistant Attorney General. 
~ The other ITernbers of the Select Committee were: Kenneth Maddy, Vice-chair-
man; John Miller; Bill McVittie; and Charles Imbrecht. Marcy Kates served as 
Assistant to the Chairrran. 
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D. 
For the rrost part the New Law is self-contained rather than incorporating 
by reference large portions of the business law. This avoids the need to refer 
to t\'.D laws to determine which rules govern the everyday proble:ns of running a 
nonprofit corporation. This also avoids vexing problems which would be raised 
by necessarily differing tenninology and concepts of the two laws. 
E. THE FORMAT OF 'IHE NEW lAW 
The New Law usually follCMs the a:L format and language except where sub-
i 
stantive differences require a different format or language. This means not only 
that the New Law follows the a:L in general organization, but also that indivi-
dual sections usually employ the a:L language whenever the sane substantive re-
sults are intended. The use of different language would needlessly invite er-
roneous speculation by lawyers or judges that the change in language has a sub-
stanti ve purpose. This could produce unintended readings of the G:L, as well 
as of the New Law. Keeping the language the sarre also all eMs those using the 
New Law to benefit fran judicial interpretations of the OCL. Finally, adopting 
the a::L format and language rrakes use of the New Law easier for attorneys who 
are familiar with the en... 
II 
BASIC DIVISIONS OF NONPROFIT ORC',ANIZATICNS 
INID PUBLIC BENEFIT I MIJlUAL BENEFIT, 
AND RELIGIOUS CORPORATIONS 
·. 
One of the chief problems in drafting a nonprofit code is the trerrendous 
diversity of orgnizations which will be governed by it. Not only are mmy tradi-
charities formed as nonprofit corporations, but so are religious organi-
, corporations which receive and manage grant funds 1 consulting corrpanies, 
and small clubs, fraternal associations, trade associations, and same 
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1arge organizations operating retail stores or providing services to motorists. 
It is awkward and inappropriate that the sane rules govern roth a retailer 
with sales of 300 million dollars and a local church. Current law at times dis-
tinguishes arrong charitable corporations, religious corporations and other non-1 
profit corporations. The New Law has developed this sensible distinction fur-
ther and divides all of the corporations presently governed by the current 
General Nonprofit Corporation Law into three groups which are labeled Public 
Benefit Corporations, Mutual Benefit Corporations, and Religious Corporations. 
Public Benefit Corporations are formed for a public or charitable purpose. 
They are not operated for the mutual benefit of their rrernbers but for sare 
broader gcx:xl. Members of public benefit corporations have no meaningful owner-
ship interest in them. Upon dissolution of such a corporation its assets must 
go to some other appropriate nonprofit corporation or charitable organization 
rather than to the :tTV2lllbers. Public Benefit Corporations include but are not 
limited to the traditional "charitable" corporations. 
As the New Law is concerned with internal governance, there is no need to 
define what is a "public" or "charitable" purpose. Instead, this question is 
left to those who fonn Public Benefit Corporations. If reasonable people could 
say that the purpose was "public" or "charitable", the organization rray be fo~ 
and operated as a Public Benefit Corporation. The State has little need to limit 
or define those purposes which are truly "public" or "charitable" since under the 
New Law (i) the Attorney General has more jurisdiction over Public Benefit Cor-
porations than over the other types of nonprofit corporations; (ii) stricter con-
flict of interest rules apply to them; (iii) members have no proprietary interest 
in them; (iv) no tax benefits are conferred on Public Benefit Corporations by the 
New Law; and (v) their purposes, JP.'lers and activities remain subject to other 
la.,.lS. Thus people will not lightly choose Public Benefit status if sare more 
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desirable alternative is available. 
Religious Corporations are corporations formed "primarily or exclusively 
for religious purp::>ses". The New Law avoids tying the definition of religious 
corporation to the tax definition of churches, their integrated auxiliaries or 
religious orders, as the tax definition nay fluctuate with changing regulations 
and interpretations of tax law. Because of the First Arre.nd!n=nt status of reli-
gions and a less corrpelling state interest in their internal governance, rrany 
provisions dealing with Religious Corporations, while based on Public Benefit 
sections, can be varied by the corporation's articles and bylaws. Several as-
pects of the governance of Religious Corporations do not, however, involve 
unique considerations and simply incorporate chapters governing Public Benefit 
Corporations. 
The third category, Mutual Benefit Corporations, includes every other kind 
of corporation formed under the New Law. The diversity of these organizations 
is enornous; however, they all share certain carrron characteristics. They can-
not distribute gains, profits or dividends to rrembers pursuant to a plan of 
distribution except upon dissolution and therefore are nonprofit. In addition, 
they are forned principally for the nrutual benefit of their rrembers (fraternal 
organizations, tennis clubs) or for the nrutual benefit of those engaging in a 
I 
particular type of business (trade associations, Chambers of Commerce) or acti-
vity (automobile clubs). Nonprofit Mutual Benefit Corporations may operate for 
the benefit of rrembers and nol1ITBITibers alike . .!; Members in sane Mutual Benefit 
Col:'p:)rations may have a proprietary interest which would allow them to receive 
the assets upon dissolution, while in others the assets do not go to the :rrernbers, 
but may instead go to another nonprofit corporation. In m:my Mutual Benefit 
TJ;e New Law restrictively defines the term "rrernber". See Section 5056. Thus 
.lndividuals who are commonly considered ~s are not expressly dealt with 
9~ven rights in the New Law. It does provide, however, that an organization 
call anyone a "nember" and may confer such benefits on these I=€rsons as it 
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hcMever, the proprietary interest, if any, is rrore theoretical 
Given this overview of the fomat and theory of the New Law, the following 
a general surrmary of the content of each part and chapter, noting points 
p:rrticular interest or sections representing a significant reform or clarifi- 1 
tion of prior law. As the Public Benefit and Mutual Benefit provisions are 
parallel, they will be discussed together with differences noted. Religious 
Co!}X)ration provisions which differ substantially fran the other parts of the 
NeW Law will be considered separately. The New Law has adopted rrany of the re-
forms contained in the GCL. In general, they will not be described in this 
III 
st.:JM.1ARY OF THE NEW NOUPIDFIT LAW 
A. PARI' 1 - GENERAL PROVISIONS AND DEFINITIONS SEX:TICNS 5002 El' SEQ. 
The New Nonprofit Corp:>ration Law is divided into five parts, the first of 
which is a definitional part setting forth the general principles and defini-
tions used throughout all other parts of the law. (Corp. Code ~~5002-5080)~ 
A number of definitions are drafting conveniences while others contain sub-
stantive provisions or serve to i.rrplerrent or facilitate regulatory schemes con-
·. 
tained in other provisions of the New Law. 
Of importance is the section explaining who is a "rranber" of a nonprofit 
corporation. Section 5056 (a) defines "rrember" as "any person who, pursuant to 
a specific provision of a corporation's articles or bylaws, has the right to 
vote for the election of a director or directors or on a disposition of all or 
substantially all of the assets of a corporation or on a merger or on a dissolu-
.?/ All citations to sections are to the California Corporations Code, as arrended 
by the New Law, unless otherwise indicated. 
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... 
" Many persons such as donors or contributors may have a significant 
or even rights in regard to the CX>rporation. Such persons may be m::m-
in a general sense, but they do not have rights with respect to internal 
"_.,,..r•p of the <X>rporation. Therefore, because the New Law is mainly con-
with internal governance, the New Law mainly deals with the rights of 
who can vote and not with the rights of other persons. Nevertheless, the 
La\v allows the <X>rporation, through its articles arrl bylaws, to confer scm= 
all of the rights of "nerrbers" upon those who do not vote. Section 5056 (b). 
course the directors of nonprofit corporations must act in good faith t.cMard 
who are called nembers even though they do not have the right to vote. 
Another definition of importance is the definition of "authorized number". 
This specifies minimum numbers of nerrbers who acting together 
may take certain actions and dem:md certain rights. The ntmlber is set at 5% 
of the voting {:ON'er for co11X)rations with less than 1000 votes entitled to be 
cast for a director. Where there are 1000 or nore, but less than 5000 such . 
votes, the authorized m.nnber is 2-1/2% of the voting power, but not less than 50. 
Where there are 5000 or nore such votes, the authorized number is l/20th of 1% 
of the voting pJWer but not less than 125. Use of this concept is designed to 
require a reasonable number of na:rU::>ers to join in demanding action and rest=en-
siveness by the corporation when that number does join together. 
B. PARI' 2 - PUBLIC BENEFIT CORPORATIONS 
PARr 3 - .MUTUAL BENEFIT CORPORATIONS 
1. Chapter 1. Organization and Bylaws Sections 5110 et seq. 
Sections 7110 et seq. 
Chapter 1 sets forth the basic purposes for which Public Benefit and Mutual 
Benefit Corp:>rations may be for:rred. It sirrplifies the procedure for their fol:Il1Cl,-
tion, sets forth their powers, and specifies certain provisions which may or must 
be in their articles or bylaws. 
l 
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The procedure for incorporation has been greatly simplified. Only one per-
son needs to sign articles of incorporation. The need for pages of boilerplate 
pert:aining to COrfX:>rate pc::Mers has been eliminated; and there is no need for in-
corp:>rators to have their signatures notarized. Sections 5120, 7120. In addi-t 
tion there is no longer a need to file articles of incorfX:>ration in the county 
where the corporation has its principal office or where it acquires a.vnership 
of any real property. 
The articles of a Public Benefit Corporation must provide that it is formed 
for a public or charitable purpose and not for the private gain of any individual. 
section 5130. In addition the articles of a Public Benefit Corporation must 
describe any "public" purposes for which the corporation is fo.rrred and may des-
cribe any "charitable" purposes. Section 5130. 
The articles of a Mutual Benefit Corporation must provide that the purpose 
of the corporation is "to engage in any lawful act or activity for which a cor-
.IX>ration may be organized under the Nonprofit Mutual Benefit CorfX:>ration Law." 
Section 7130. The articles may describe the purposes of the corporation in an 
additional sentence. Section 7130. 
As the New- Law provides extensive p::MerS, subject to limitations contained 
in the articles or bylaws or other applicable laws, it is not necessary to set .. 
forth the p::JWers of a corporation in its articles. Sections 5140 and 7140. In 
addition the New- Law severely limits the application of the ultra vires doctrine. 
Sections 5141-42, 7141-42. 
Bylaws usually have a nore :i.rrq;:ortant role in nonprofit corporations than in 
business corporations. The New Law recognizes this by allo..ving bylav.rs to set 
forth inportant IrelTibership rights. Sections 5150-51, and 7150-51. Thus while 
the rights, privileges and preferences of shareholders of business corporations 
are set forth in articles of incorporation, the rights of rrerrbers of nonprofit 
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corporations are usually set forth in bylaws. 
Finally this chapter contains a new provision autl-orizing Public and Mu-
tual Benefit Cor}?:)rations to act through delegates or other representative 
bJC].ies. In many nonprofit cor}?:)rations, these l:x::rlies exercise broad powers 
quite unlike the ~s exercised by shareholders at shareholder meetings. 
SpeCific authorization for this 11)2!thcx:l of operation is therefore included in 
the New Law. Sections 5152 and 7152. 
2. Chapter 2. Directors and Managerrent. Sections 5210 et seq. 
Sections 7210 et seq. 
Chapter 2 sets forth general provisions governing directors and rnanagerrent. 
Article 1 sets forth provisions relating to the };OWer of the board of directors 
(Sections 5210 and 7210) , notice and quorum requirem:mts and ot.h.er rratters 
governing directors' rreetings (Sections 5211 and 7211) , the powers of carmi ttees 
of the board (Sections 5212 and 7212) , and the {X:Mer and authority of cor}?:)rate 
officials (Sections 5213-14, and 7213-14). Articles 2 and 3 set forth provi-
sions governing the selection, rerroval, resignation and standards of conduct 
for directors. The old law did not limit the tenns for which directors could be 
elected or appointed. The New Law limits elective tenns to a rnaxirrrum of three 
years, though reelection is pennitted. Sections 5220 (a) and 7220 (a} . Havvever, 
·. 
it provides that up to one third of the directors of a COrJ?:)ration with ITlE!ITibers, 
and all of the directors of a cor}?:)ration without rre:mbers, rray be designated or 
selected as provided in the articles or bylaws rather than elected. Sections 
5220 (e) and 7220 (e). The tenns of these directors are not limited. 
California law governing the duty of care of directors of charitable non-
Profit COrfX)rations is in a state of confusion. Either the GCL standard of care 
or a "stricter" trustee standard applies. One difficulty with the trustee stan-
dard is that it is anorphous and generally stated in confusing and sa:ret:imes 
i 
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oonflicting language. The New Law has ended the confusion by applying the G:L 
standard of care to both Public Benefit and Mutual Benefit Corporations. The 
New Law provides: 
"A director shall perform the duties of a director ..• 
with such care, including reasonable inquicy, as an 
ordinarily pnrlent person would use under similar 
circumstances." Sections 5231 (a) and 7231 (a) . 
In addi lion, the New Law alla..rs a director, in rreeting the duty of care, 
to rely under specified circumstances on officers, employees, carmittees of the 
board, oounsel, independent accountants, and other persons. Sections 5231 {b) 
and 7231 (b) . This provision is the sane as Section 309 of the a::L arrl provides 
directors with a needed protection which is not found in the old nonprofit law. 
The State Bar Ccmnittee spent considerable titre on the questlon of what 
standards should be applied to transactions between nonprofit corporations and 
their directors or corporations in which their directors have a :material finan-
cial interest. The general approach of the G:L was adopted for Mutual Benefit 
Corporations. Sections 7233-7235. Ha..rever, it has been the Attorney General's 
I 
position that trust rules apply to Public Benefit Corporations and that no bene-
fit ma.y fla..r to a director, even if the transaction is fair and reasonable. A 
majority of the State Bar Ccmnittee felt that transactions should be valid if 
·. 
the director could prove they were fair and reasonable in regard to the corpora-
tion. 
After much discussion, the State Bar Conrnittee, including the Attorney 
General's representative, proposed provisions that are found in Section 5233. 
Section 5233 validates a self-dealing transaction if, either: (1} the transac-
tion was approved, before or after it was oonsurrrnated, by the Attorney General 
or a court in an action in which the Attorney General is an indispensable party; 
or' (2) the person asserting the validity of the transaction sustains the burden 
of Proving that: (a) the corp::>ration entered into the transaction for its CMn 
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}::lel1efit; (b) the transaction was fair and reasonable; (c) prior to cons1.l1Tffi"iting 
any part of the transaction, the board, with full knCMledge of the material 
facts, approved the transaction in good faith by a vote of a majority of the 
directors then in office without counting the vote of the interested director 
or directors; and (d) either prior to approving the transaction tie board con-
sidered and in good faith determined after reasonable investigation under the 
circumstances that the corporation could not have obtained a nore advantageous 
arrangerrent with reasonable effort under the circumstances or the corporation 
in fact could not have obtained a nore advantageous arrangement with reasonable 
effort under the circumstances. Section 5233 should enable Public Benefit Cor-
p:Jrations to take advantage of opportunities made available to them by their 
directors while at the sarre tilre protecting them fran insider abuses. 
If directors of Public Benefit and Mutual Benefit Corporations comply with 
the duty of care and duty of loyalty set forth in the New Law, they have no 
liability based upon any alleged failure to discharge their obligations as di-
rectors. Sections 5231 (c) and 7231 {c). 
The New Law also recognizes and authorizes the practice of nonprofit cor-
porations in acting extensively through carnmittees and specifies that committees 
may properly be delegated authority to conduct the operations and activities of 
the corporation, although the ultimate resp:msibility and authority continues 
to rest in the board of directors. Sections 5210, 5212, 7210 and 7212. 
Finally, Section 5227 requires that at least 51% of the board of directors 
of Public Benefit Corporations must be persons who do not receive compensation 
·. 
for services rendered to the corporation other than compensation for service as 
directors. This provision is designed to prevent many self-dealing transactions 
fran being initiated and to insure that a majority of the board is not economically 
interested in or dependent upon the corporation. 
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3. Chapter 3. Menbers. Sections 5310 et seq. 
Sections 7310 et seq. 
Chapter 3 sets forth rules governing the issuance and transfer of rre:rrberships, 
types of rrernberships, their termination and the rights and obligations of nan-
bers and creditors. Of course, the ITEI!"'bers of Public Benefit or Mutual Benefit;. 
Co.qx:>rations, like shareholders, have as rrernbers no personal liability for the 
debts of the corporation except to the extent the alter ego doctrine applies or 
they ONe noney to the corporation. Sections 5350, 5352, 7350 and 7353. Varia-
tions between the Mutual Benefit and Public Benefit provisions occur since a 
nembers in a Mutual Benefit Corporation may have sane proprietary interest in it, 
while a nember of a Public Benefit Corporation cannot. Hence, a nanber of a 
Mutual Benefit Corporation may sell a rrembership to another person, while a rnem-
ber of a Public Benefit Corporation may not. Sections 5320 and 7320. 
The New Law continues the general rule set forth in Section 9602 of the old 
law that no rrember may hold nore than one rrembership. However, it recognizes 
that given different classes of nernbership, it may be possible to hold one rrem-
bership in each class. Sections 5312 and 7312. In addition, the Mutual Benefit 
Corporc:tion Law allows branches, divisions or offices which are part of one or-
ganization to hold separate 11El1lberships. Section 7312 (c). 
Chapter 3 codifies current case law concerning the procedural due process .. 
required for suspending or expelling members. While specifically not address-
ing substantive grounds for termination, it provides a "safe harbor" which al-
lONs the corporation to act with assurance that procedural regularity is being 
maintained. Sections 5341 and 7341. Chapter 3 also gives recognition to the 
fact that nonprofit corporations will frequently confer benefits upon persons 
who are not "rrembers" as that tennis defined in the New Law and it recognizes 
the right of corporations to confer benefits and the nane of "rrember" upon peo-
Ple who technically are not rrembers. Sections 5332 and 7333. 
The New Law dispenses with the fiction that if there are no rrerrbers, the 
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directors are the nanbers. By explicitly authorizing a corporation with:::mt mem-
})erS (Sections 5310 and 7310) it does SMa.Y with the useless and tine-wasting 
forrtali ties of holding neetings of rrembers when in fact there are no ITIE!Tibers. 
sections 5310 and 7310. 
4. Chapter 4. Distributions. Sections 5410 et seq. 
Sections 7410 et seq. 
This chapter gives substance to the i.rrlf:x:>rtant concept that nonprofit cor-
porations do not distribute gains, profits or dividends to their rranbers. The 
Public Benefit provisions flatly prohibit any distribution to rrembers since 
Public Benefit Co.qx:>rations are not fonred. for their members' benefit. Section 
5410. Also see Section 5049. 
Hc:Mever, Mutual Benefit Corporations are forrred to aid and provide services 
to their m=mbers. Therefore they are allc:wed to provide benefits to their nero-
bers and others so long as they do not ITE.ke distributions in furtherance of a 
plan for the distribution of gains, profits or dividends. Section 7411. No 
distribution can be made if the corporation making the distribution is, or as a 
result thereof i~.Duld be, likely to be unable to rreet its liabilities (except 
those whose payrrent is otherwise adequately provided for) as they mature. Sec-
tion 7412. 
5. Chapter 5. Meetings and Voting. Sections 5510 et seq. 
Sections 7510 et seq. 
This chapter sets forth general provisions governing :rrenbership meetings, 
VOting and special provisions governing the election of the directors. Several 
provisions reflect problems and practices peculiar to nonprofit corporations. 
For exarrple, no min.irrn.nn quorum is specified, although notice requirements pre-
vent surprise actions by a small minority of rranbers attending a rreeting. Sec-
tions 5511, 5512, 7511 and 7512. Public Benefit Corporations are only required 
·. 
I 
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to hold regular neetings of IlElTlbers evecy third year. Section 5510. Mutual 
:senefit Corp::>rations must hold annual neetings. Section 7510. Of course, if 
either type corporation does not have members, there is no need to have ~ 
bership meetings. 
The Ne-.r Law provides notice requirements which should be met. Sections 
5511 and 7511. Hc:Mever, many nonprofit corporations, particularly srna.ll ones 
or those without much money or sophistication may act without following the 
"procedural niceties" of large busines!? corp::>rations. Therefore Sections 
5511 (b) and 7511 (b) provide that "a court may find that notice not given in 
conformity with this section is still valid, if it was given in a fair and rea- · 
sonable manner." Also, in the absence of fraud, any challenge to the manner 
in which notice was given must be made within nine months of the date of the 
rreeting. Sections 5511 (h) and 7511 {h) • 
Due to p::>or record keeping, inactivity for a period of time, or other rea-
sons, sorre nonprofit corp::>rations are unable to obtain a quorum of members or 
directors, accurately identify their rrembers or directors, or canply with 
various provisions of their articles or bylaws. The New Law allows a corpora-
tion, up:>n obtaining court approval, to extricate itself fran this situation 
and restore regularity in its organizational structure and operations. Sections 
·. 
5515 and 7515. 
Recent cases dealing with the election of directors of non1Jrofi t corpora-
tions have found that election procedures were unfair as the members did not 
have a real voice in the election of directors. The new nonprofit law codifies 
case law by requiring that there shall be available to the members reasonable 
nomination and election procedures given the nature, size and operations of the 
COrporation. Sections 5520 and 7520. 
The procedures must include, but are not limited to, a rea:.;onabl.:~: (i) means 
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of ncminating persons for director; (ii) opportunity for a na:ninee to camn.mi-
cate to the rrembers the naninee' s qualifications and the reason for the nani-
nee's candidacy; (iii) opr:ortunity for a nominee to solicit votes; and (iv) 
opportunity for all rrerrbers to choose arrong the nominees. Sections 5520 and 
7520 . .§; The reasonableness of the procedures will vary with the circumstances. 
H~ver, "in determining a challenge to a corporate election the court should 
consider all factors bearing on the validity of the questioned election and 
give effective direction to the relief required. Thus, the scope of inquiry 
is not limited to technical and procedural questions involved in the corporate 
election. "l; The crucial question is whether the election procedure is open 
given the nature, size and operations of the corporation. The procedures 
must not only be reasonable in fonn but in operation. 
In certain circumstances, rranagem::mt can spend corporate funds to support 
a candidate or slate of candidates in a contested election. AssUJ.Te a business 
competitor of a nonprofit corporation supports a slate of candidates to distrupt 
the business of the nonprofit corporation or that one or nore unqualified candi-
dates are nominated. If the directors of the nonprofit corporation do not 
breach their duty of care or loyalty, they can spend corporate funds to protect 
the corporation and to support an opposing slate of candidates. 
.§; Various fonnulations of a general standard were considered. The final stan-
dard was derived from the trial court's holding in Braude v. Autorrobile Club of 
Southern California, 78 Cal. App. 3d 178, 144 Cal. Rptr. 169 {1978): 
"Defendant Auto Club must adopt election procedures which 
provide each candidate with a reasonable opportunity and 
chance (a) to be nominated, (b) to nake his candidacy, 
his qualifications and his reasons for seeking office 
known to the voting JTE1lbers, (c) to solicit proxies or 
votes, and (d) to be elected by an election procedure 
which does not operate in favor of any one candidate or 
group of candidates." 78 Cal. App. 3d at 185. 
21 Braude v. Havenner, 38 Cal. App. 3d 526, 530, 113 Cal. Rptr. 386 (1~74) 
(citations emitted). 
I 
· . 
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In furtherance of the general requirerrents of a reasonable election pro-
cess, Chapter 5 has specific provisions governing nominations (Sections 5521, 
5522, 7521 and 7522), providing equal space in corporate publications (Sections 
5523 and 7523), and dissemination of nominees' election material (Sections 5525, 
l 
5526, 7525 and 7526). A nine rronth statute of limitations is provided for an 
attack on the validity of an election. Sections 5527 and 7527. If there is a 
real election contest, nine rronths was felt to be a sufficient period of tine 
within which to take action to renedy defects in the election procedure. 
6. Chapter 6. Voting of M:mberships. Sections 5610 et seq. 
Sections 7610 et seq. 
Chapter 6' s provisions for the voting of rrerrberships set forth the general 
rule that in the absence of a contrary provision in the articles or bylav.rs each 
rrember has one vote. Sections 5610 and 7610. Corporations may chcx::>se to eli-
minate or restrict the use of proxies; but if proxies are allCMed, they are 
limited to a duration of no rrore than 3 years. Sections 5613 and 7613. Irre-
vocable proxies are not allowed in Public Benefit Corporations (Section 5613(d)). 
Proxies may be irrevocable in Mutual Benefit Corporations if they rreet the re-
quirements of Section 7613. 
Unlike the OCL, there is no provision for voting trusts which are not 
·. 
usually used except in rrore sophisticated economic relationships. There is an 
absolute requirement that Public Benefit Corporation proxies list those nominated 
for director at the tirre notice of the vote is given to rrembers. Section 5613 (b). 
There is no such absolute requirerrent for Mutual Benefit Corporations. However, 
proxies solicited for Mutual Benefit Corporations cannot be used by incumbent 
directors solely to perpetuate themselves in office but must be used as part of 
a reasonable election process. Sections 7520 and 7231-32.~ In determining 
g; See Braude v. Havenner, 38 Cal. App. 3d at 532-33. 
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whether the process is reasonable, a court can consider whether or not ncminees 
had reasonable access to the proxy rrechanisrn. Voting agreerrents are prohibited 
in Public Benefit Corporations. Section 5614. 
7. Chapter 7. Merrbers' Derivative Action. Sections 5710 et seq. 
Sections 7710 et seq. 
Chapter 7's derivative actions provisions are simplified versions of those 
found in the ~- There is a provision that the authorized nmnber or 100 :rrem-
bers (whichever is less) can bring a derivative action without posting a se-
curity deposit. Sections 5710 and 7710. This provision is based on New York 
law. NE.W York Not-For-Profit Corporation Law Section 623. Under the G:L a 
security for expenses notion will be granted if there is no reasonable possi-
bility that the derivative action will economically benefit the corporation 
or its shareholders. Section 800 (c) (1). The New Law provides that a security 
for expenses notion will be denied if the corporation might be benefited eco-
narnically "or otherwise". Sections 5710 (c) (1) and 7710 (c) (1) . This is in 
recognition of the fact that nonprofit corporations may be benefited in non-
economic ways, such as by being provided a reasonable election process. 
8. Chapter 8. Arrendrrent of Articles. Sections 5810 et seq. 
Sections 7810 et seq. 
This chapter generally parallels the GCL but has some notable differences. 
A nonprofit corporation may set a quorum of its members at any number or per-
cent of the rrembership. Sections 5512 and 7512. Consequently, if a low quorum 
is set, it is easier to amend the articles of a nonprofit corporation than 
those of a business corporation since, in the absence of special provisions, a 
majority of a quorum at a meeting can provide the required approval of the :rrem-
bers. An additional difference is that the articles of a Public Benefit Cor-
PJration may provide that, in addition to t.'"le approval of the board and rrernbers 
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usually re:JUired to a.rrend articles, an a.rrendment must also be approved by 
"such other person or persons" as the articles specify. Section 5812 (a). 
For example, a governmental entity which funds a Public Benefit Corporation 
may wish to :rraintain a veto IXJWer over a.rrendments to its articles. Section 
l 
5812(a) would authorize this. 
A class vote is required for Public Benefit Corporations and Mutual Bene-
fit Corporations if an a.rrendrrent of articles would change the voting rights 
of that class or the rights of that class upon merger. Sections 5813 and 7813. 
In addition, since rrernbers of a Mutual Benefit Corporation can receive assets 
upon dissolution, a class vote is required for Mutual Benefit Corporations if 
an article amendment would change the rights of that class upon dissolution. 
Section 7813. 
Of course, an arre.nd:r!E1t of articles does not abrograte any reguire.rrent 
or limitation i.rnp:)sed upon a corporation or its property by virtue of any trust 
under which such property is held. Sections 5820(a) and 7820(a). 
A Mutual Benefit Corporation may amend its articles to became a domestic 
corporation (Section 5050) other than a Mutual Benefit Corporation with approval 
of the board and 100% of the voting power. Section 7812 (d). This provision 
allavs Mutual Benefit Corporations to change their status without the need to 
go through a merger. The 100% vote is to insure no rrerriber is prejudiced. 
9. Chapter 9, 10. Sales of Assets, Mergers. Sections 5910 et seq. 
Sections 7910 et seq. 
These chapters generally follow, but simplify, the provisions set forth 
in the G:L. No provision is made for short fonn mergers. In early versions 
·. 
of the New Law, provisions for reorganizations and dissenter's rights were 
drafted to parallel GCL provisions. However, the provisions for reorganizations 
have been deleted as unnecessary, and provisions governing dissenter's rights 
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have been dropped. The nee:i for such provisions is rare, and valuation of Ili2I!1-
rerships in Mutual Benefit Corporations is speculative at best. Aggrieved par-
ties, UJX)n appropriate grounds, nay obtain an injunction or :rroney danages. 
When a Public Benefit Corporation sells, leases, conveys, exchanges, trans-
t 
fers or otherwise disposes of all or substantially all of its assets other than 
in the usual and regular couse of its activities, it must obtain the Attorney 
General's consent or give the Attorney General 20 days prior written notice of 
the transaction. Section 5913. Also, a Mutual Benefit Corporation which holds 
assets in charitable trust must give such notice to, or obtain consent fran, 
the Attorney General before it disposes of such assets. Section 7913. These 
requirerrents are inposed to allow the Attorney General an opportunity to pro-
tect assets held in charitable trust. 
For a similar reason, Public Benefit Corporations can only rrerge with 
other Public Benefit Corporations or with Religious Corporations or foreign 
nonprofit corporations whose assets are irrevocably dedicated to charitable, 
religious or public purposes unless the Attorney General's approval is obtained. 
Section 6010. In any rrerger, the trust obligations upon the property of a 
disappearing corporation continue in the sarre nanner as if the surviving cor-
poration had itself incurred them. Sections 6020 and 8020. 
10. Chapter ll. Bankruptcy. Section 6110, Section 8110. 
The CCL provisions are incorporated by reference. Sections 6110 and 8110. 
11. Chapter 12. Required Filing by Corporation or Its Agent. 
Section 6210 et seq. 
Section 8210 et seq. 
The chapter on required filings by the corp::>ration and its agent for ser-
vice of process is similar to the analogous G:L chapter. An exception is that 
provisions on reports to shareholders which appear in the analogous chapter of 
the OCL appear in the New Law in a separate chapter which also describes rights 
·. 
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of inspection. 
12. Chapter 13. Records, Reports and Rights of Inspection. 
Sections 6310 et seq. 
Sections 8310 et seq. 
The chapter governing records, re:tnrts and rights of inspection in each t 
part of the New Law sets forth provisions dealing with the rights of directors 
and rrembers to inspect records and receive re:tnrts. Sections governing finan-
cial reports to members reflect the fact that nonprofit cor:tnrations often ~ 
ploy accounting techniques quite different fran those camonly used by busi-
nesses. Sections 6321 (a) and 8321 (a). Mutual Benefit Cor:tnrations must mail 
financial re:tnrts to all their merrbers or must infonn them in writing of their 
right to obtain a financial re:tnrt and mail a re:tnrt u:tnn request. Section 
8321 (a). In general, financial reports of Public Benefit Cor:tnrations must be 
sent to rrembers annually unless merrbership rreetings are held less often than 
annually. Section 6321 (d) • Hc:Mever 1 if they solicit in writing contributions 
from over 500 persons, they may instead infonn all person solicited that they 
may obtain an annual re:tnrt, mail an annual re:tnrt to anyone requesting one 1 
and publish the annual report in a newspaper of general circulation. Section 
6321 (f). Mutual Benefit and Public Benefit Corporations with fewer than 100 
members and less than $10 1 000 in assets, are exempt from the annual re:tnrt re- ·. 
quirerrents. Sections 6321 (c) and 8321 (c). Certain transactions, however, must 
be reported to the members, including indermifications of $10, 000 or more (Sec-
tions 6322(e) and 8322(e)), conflict of interest transactions (Sections 6322(b) 
and 8322(b)), and in Public Benefit Cor:tnrations, director or officer salaries 
over $40,000 (Section 6322(d) (1)). 
One of the most significant parts of this chapter deals with membership lists 
and access to them. Sections 6330 and 8330. For a Public Benefit Corporation, 
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such a list may be a list of donors, and for a Mutual Benefit Corporation, it 
nay arrount to a list of custarers. A danger exists in allowing too free an ac-
cess to these lists. However, the p::>tential for abuse must be balanced against 
rrernbers' legitimate needs and rights to use a rranbership list in election con-
tests and for purposes reasonably related to their interests as rrerrbers. 
Existing law allows one ~ to gain access to a membership list for a 
purpose reasonably related to the nenber' s interest as a rnanber. HCMever, the 
member must bring suit to enforce this right if the corporation refuses to 
provide the list. The prop::>sed law adopts existing law as to the rights of a 
single IrBUber except that it allows the corporation to provide a "reasonable 
alternative". Sections 6330 (c) and 8330 (c). (See discussion below.) The G:L 
allows those holding 5% (or 1% for certain large corporations) of the voting 
pc:Mer to have an absolute right to gain access to and use of a membership list. 
The State Bar Cc:mnittee felt that due to the sensitive nature of nonprofit 
corporation manbership lists, no absolute right soould be given to use such 
lists. Instead, the New Law limits the use of manbership lists to purposes 
reasonably related to a person's interest as a IIElTiber. Sections 6330 (b) (2) 
and 8330 (b) (1). It provides, however, that up::>n derrand by the "authorized num-
ber" the corporation must provide the list or a "reasonable alternative" within 
30 days. Sections 6331 (c) and 8331 (c). If the corporation does not canply 
with the demand, the "authorized mnnber" may, in a S1.liTlffi3.rY action, have a court 
order the corporation to allow the nanbers access to the list. Sections 6331 (i) 
and 833l(i). Thus, if a significant number of rrembers request the list, the 
o::>rporation is under cx:mpulsion to act within 30 days. 
One unique feature of the New Law is that a corporation, instead of pro-
viding the list, may provide a "reasonable alternative". For example, a cor-
poration might have its membership list on 50,000 index cards. If a nerrber 
·. 
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\Ycll1ted to carp lain to the rrembership al:x:>ut managerrent 1 s activities, the cor-
poration could allCM him to publish an article in its rrembership magazine as 
an alternative to spending weeks copying the nembership list. 
The State Bar Conmittee felt that the above provisions draw a proper bal-
ance between a member 1 s need for adequate access to rrembership lists arrl the 
need of a corp:>ration to protect itself fran wrongful exploitation of this 
impOrtant asset. 
13. Chapter 14. Service of Process. Section 6410 and Section 8410. 
This chapter on service of process, like the chapter on bankruptcy, has 
been shortened by simply referencing appropriate GCL provisions. 
14. Chapters 15, 16, 17. Involuntary Dissolution, Voluntary Dissolution. 
Sections 6510 et seq. 
Sections 8510 et seq. 
These chapters set forth rules for dissolution and specific procedures 
for involuntary and for voluntary dissolutions. The GCL pattern is generally 
followed; however, the Attorney General is given jurisdiction to protect any as-
sets held in charitable trust. Sections 6510(a) (5) and 8510(a) (5). Of course, 
upon dissolution of a Public Benefit Corporation none of the assets may be dis-
l 
tributed to its members. Sections 5060 and 5410. The assets of the Hutual Bene-
fit Corporation may be distributed to its rrembers upon dissolution if its arti- ·. 
cles or bylaws so provide. Sections 5059 and 7411. 
15. Chapter 18. Crimes and Penalties. Sections 6610 et seq. 
Sections 8610 et seq. 
This chapter deals with crimes and penalties. A $50 per year civil r:enalty 
may be assessed for failure to file the annual report. Sections 6810 (b) and 
8810 (b) . Due to wide variations in size and formality of corporations covered 
by the nonprofit law, more stringent penalties for failure to abide by formal 
filing or paperwork requirements seemed inappropriate. 
.· 
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Although prosecution under the business crime provisions of the GCL is 
rare, cri.minal penalties are patterned after those specified for business 
corporations with appropriate changes in teminology. Sections 6811-6815 
and 8811-8817. 
16. Chapter 19. Foreign Co:q:xJrations. Section 6910 and Section 8910. 
The chapter in each part on foreign co:q:xJrations transacting intrastate 
business refers generally to Chapter 21 of the a:::L. 
C. PARr 4 - RELIGIOUS CORroRATIONS 
1. Organization and Bylaws. Sections 9110 et seq. 
The Religious Corporation provisions are patterned after the provisions of 
Part 2 dealing with Public Benefit Co:q:xJrations. However, they are different 
in many respects and this Report will highlight sare of the ma.jor differences. 
Religious Co:q:xJrations are not limited to those fo.rrred "exclusively" for 
religious purposes but may be fonmed "primarily or exclusively for religious 
pU:q:xJses." Section 9130 (b). Consequently, the articles of Religious Co:q:xJra-
tions formed under Part 4 must state that they are fo:r:rred primarily or exclu-
sively for religious pU:q:xJses. Section 9140(b). Federal regulations which de-
fine religious organizations as those engaging "exclusively" in religious pur-
poses have been interpreted to nean "primarily or exclusively". This is because 
in the real world there are few entities fo:rned. and operating "exclusively" for 
any single purpose. 
Language which would limit Religious Co:q:xJrations to "churches, religious 
orders, and integrated auxiliaries of churches" was considered and rejected. 
This formulation would be considerably rrore restrictive than the "primarily or 
exclusively" formulation which is contained in Part 4. Nor would it aid in un-
covering entities which are "pseudo" churches. While there are a few fraudulent 
operations claiming to be Religious Corporations, the good faith operation of a 
·. 
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tion consistent with its religious purposes is ultimately more important 
in determining whether an entity is really a 
Part 4, unlike Parts 2 and 3, contains a definition of bylaws. Bylaws, in 
part 4, means "the code or codes of rules used, adopted, or recognized for the 
regulation and m:magerrent of the affairs of the corporation." Section 9150 (a). 
This broad concept, drawn fran New York's Not-For-Profit Co:q:x:>ration Law Section 
102, recognizes that certain religions are governed in part by "canons" or other 
ecclesiastical docurrents or doctrines not contained in a document labeled "bylaws". 
Finally, Part 4 also provides for action by delegates or other representa-
tive bodies. Section 9152. While sane religions operate in an hierarchical 
form, others operate on congregational or dem:::JCratic principles in which meetings 
of delegates are quite important. 
2. Chapter 2. Directors and Managerrent. Sections 9210 et seq. 
Selection and removal of directors and officers in FBligious Corporations 
may involve doctrinal and other considerations which do not arise in other types 
of nonprofit corporations. Therefore 1 the selection, election 1 designation, re-
noval and resignation of directors and officers basically are governed by the 
articles and bylaws of the Religious Corporation itself, with basic protections 
being afforded in the absence of a contrary article or bylaw provision. Sec-
tion 9220. One hallmark of this chapter and the entire part dealing with Reli-
gious Corporations is the fact that many statutory provisions are expressly 
·. 
nade "subject to the articles or bylaws". Churches and other Religious Co:q:x:>ra-
tions are given leeway in providing for internal governance based on their own 
rules and beliefs. This is in recognition of the wide diversity of religious 
activity, the inappropriateness of state intrusion in most religious disputes, 
and the constitutional protection afforded religions. 
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The question of when the state, represented by the Attorney General, may 
properly examine the affairs of a Religious Corporation is dealt with in Sec-
tion 9230. That section is rrore restrictive than the general power of the At-
torney General to examine a Public Benefit Corporation for any breach of a 
charitable trust but all<:MS the Attorney General, upon reasonable grounds, to 
examine a corporation to detennine whether: (1) it is primarily or exclusively 
carrying out a religious purpose or purposes; (2) there has been any fraudulent 
activity in connection with the corporation's property; (3) any property has 
been improperly diverted for personal us'e; (4) property solicited fran the 
general public for a limited purpose has not been used for that purpose; (5) 
there has been a substantial diversion of corporate assets fran stated corporate 
purposes. In connection with the above examination, the Attorney General may 
institute an action in the name of the state to correct any wrongful activity. 
Section 9230 (b). A court has broad powers, consistent with constitutional 
limitations, to order any appropriate rerredy under Section 9230 (b). The At-
torney General's investigation may relate to improper distributions or any other 
wrongful acts, but the investigation, and any action brought in connection 
therev..rith under Section 9230, must be predicated on one or rrore of the five mat-
ters en1.ll1Erated in Section 9230 (a) . 
Chapter 2 does not set forth a statutory duty of loyalty, duty of care, or 
invest:rrent standard for Religious Corporations. The Assembly Select Conmittee 
in co-operation with the State Bar Nonprofit Committee intends to explore the 
area prior to the Nev..r Law's effective date of January 1, 1980. In the interim, 
hawever, to negate the implication that no standards apply, Section 9240 states 
that existing standards continue to apply, except as they may be affected by a 
particular provision of the New Law. 
3. Chapter 3. 
Chapter 4. 
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M=mbers 
Meetings and Voting. Sections 9310 et seq. 
The New Law provides that a Religious Corporation may call anyone it chooses 
a "nernber" {Section 9313), and that it may benefit, serve or assist persons 'Who 
are not technically ITIE!ribers of the corporation. Section 9332 (b) . 
Chapter 4 on Meetings and Voting is an amalgamation of Chapters 5 and 6 
from Part 2. It deals with :rreetings and voting of nanberships. Ho.vever, since 
questions concerning rreetings and voting in the religious context may involve 
doctrinal matters and First Arrendrrent rights, Section 9410, with a few exceptions, 
provides that the articles or bylaws may provide for any reasonable method of 
- calling, noticing, and holding nernber meetings and obtaining IIl6Tlber votes arrl 
approvals. As a corollary to this, no special sections govern the election of 
directors of Religious Corporations. 
4. Chapter 5. Records, Reports 1 and Rights of Inspection. 
Sections 9510 et seq. 
Chapter 5, dealing with records, reports, and rights of inspection, was 
originally patterned after Chapter 13 in Part 2. Ha.vever 1 due to the diversity 
and unique structure and nature of Religious Corporations, it became apparent 
that it would be inappropriate or indeed even unconstitutional to mandate broad 
inspection rights or financial disclosure. Therefore 1 the New Law allows a :rrern- • 
ber's inspection rights to be limited by the articles or bylaws. Sections 95ll 
and 9 512. This chapter does, ha.vever, require that directors be given the ab-
solute right to'inspect all books and records of the Religious Corporation for 
reasons related to their interest as directors. Section 9513. 
5. Chapter 6. Miscellaneous Provisions. Section 9610 et seq. 
~mny technical and substantive provisions of Part 2 are applicable to Reli-
gious Corporations. Chapter 6, in general, incorporates by reference chapters 
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of the Public Benefit Law governing distributions (Section 9610), arrendrrent of 
a,rticles (Section 9620), sale of assets (Section 9630) 1 rrergers (Section 9640) 1 
baJ1krUPtcy (Section 9650) 1 filings (Section 9660) 1 service of process (Section 
9670), dissolution (Section 9680) 1 and cr.i.m:::s and penalties (Section 9690). In 
certain cases m:xiifications were made, and sate sections of Part 2 were inappro-
priate and hence were not incoq:orated by reference. 
D. PART 5 - TRANSrTIONS PROVISIONS 
The final part of the New Law sets forth t;ransi tion provisions governing 
the other Parts and is m:::rleled closely on the transition provisions of the OCL . 
. In general, the New- Law applies to all acts, contracts or transactions after 
I 
the operative date of the law - Janqary 1, 1980. Unnecessary r~iting of exist-
! 
ing articles or bylaws is not required. Initial articles received by the Secre-
tary of State's office just before the operative date of the New- Law can be 
filed under the prior nonprofit law despite sate delays in processing beyond 
January 1, 1980. 
The process for bringing existing nonprofit corporations under one of the 
appropriate parts of the New- Law is set forth in Section 9912. In 1979, the 
Secretary of State will send nonbinding, advisory notices to each corporation 
which was subject to the prior nonprofit law indicating whether it is a Public ·. 
Benefit, Mutual Benefit, or Religious Corporation. These notices will be based 
on the following criteria: 
A corporation organized primarily or exclusive1y for 
religious puq:oses will be subject to the Religious 
Corporation Law. Section 9912 (a) (2). 
A corporation which receives an exemption under Sec-
tion 2370ld of the Revenue and Taxation Code and is 
not a Religious Corporation will be subject to the 
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Public Benefit Corporation Law. Section 9912 (a) (3). 
A corporation which is not a Religious Corporation 
and does not have such exemption is Public Benefit 
if all of its assets are irrevocably dedicated to 
charitable or public purposes and if upon dissolution, 
it must distribute its assets to a person or persons 
carrying on a similar purpose or purposes. 
Section 9912(a} (4). 
A corporation designated by statute as falling into a 
particular part will, of course, be subject to that 
part. Section 9912(a) (1). 
All other nonprofit corporations will be Mutual Bene-
fit Corporations unless they specifically elect to be 
Public Benefit Corporations. Section 9912(a) (6). 
I 
If there is s~ dispute as to the part by which a corporation should be 
governed, the corporation may bring suit in a sUperior court of the proper county 
to determine its status; notice of such proceeding must be given to the Secretary 
of State and the Attorney General, either of whan may intervene. Section 9912 {d). 
·. 
CROSS-REFERENCE TABLES 
Many of the concepts in the New Nonprofit Law 
are patterned after provisions in the GCL. It is 
therefore helpful for the practitioner to be aware 
of the relationship between the new law and the GCL. 
Charts for Parts One, Two, Three and Five show this 
derivation. · 
Part Four on religious corporations was the 
last part of the new law to be drafted. While it 
is substantially new, it was drafted with Part Two, 
Public Benefit Corporations in mind. The Chart for 
Part Four shows this relationship. 
Finally, practitioners familiar with the existing 
nonprofit law will be concerned with the disposition 
of its provisions. A Chart is therefore enclosed to 
demonstrate the relationship between the old and new 
nonprofit codes. Blanks in this chart suggest that 
the section was deleted, moved to a new section of 
the Corporations Code (as indicated) , not handled by 
the new law, or otherwise dealt with in a manner 
unlike the standard dispositions described below. 
Charts use the following terminology in their 
"Comments": 
1. Same Substance - concerns same subject matter 
w1th same provisions. 
2. Similar Substance - concerns same subject matter 
but with minor changes. 
3. Substantive Change - substantive change in new 
law. 
4. New - either no correlation between GCL and New 
Nonprofit Law or the New Nonprofit Law takes a 
new, very different approach to the point involved 
in a related GCL section. Such GCL sections are 
preceded by "cf". 
These charts were prepared with the assistance of Research 
Assistants Charles Scully and Anne Canova under the 
direction of Michael Hone. 
I 
·. 
PARI' ONE 
GENERAL ProVISIONS AND DEFINITIONS 
G:L § TITLE CG1MENl'S 
5000 lOO(a) Title of Division Similar Substance 
5001 lOO(b) Alrendability Similar Substance 
5002 101 Application of Section Similar Substance 
5003 102 Corp. 's Urrler NP Law Similar Substance 
5004 105 Suing Corp. Sarre Substance 
5005 106 Subject to CCP Similar Substance 
5006 108 Sec. of State fees Sarre Substance 
5007 109 Certificate of Correction Sarre Substance 
5008 110 Filing of Corp. Docurrents Sarre Substance 
5009 113 Mailing Substantive Change 
5010 112 Voting Rights Similar Substance 
5011 Voting Rights New 
5012 114 Financial Staterrents Substantive Change 
5013 115 Independent Acct. Similar Substance 
5014 117 Vote of Each Class Similar Substance 
5015 118 Tirre of Notice Similar Substance 
5016 Newsletter as Notice New 
5030 149 Acknowledgem.:mt Sarre Substance 
5031 150 "Affiliate" Sarre Substance 
5032 151 "Approval by l::oard" Similar Substance 
5033 152 "Approval by ma.j. of rrembers" Similar · Substance 
5034 153 "Approval by rrembers" Similar Substance 
5035 154 "Articles" Similar Substance 
5036 "Authorized number" New 
5037 "Bylaws" New 
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155 "Board" Sarre Substance 
"Business Corp." New 
157 "Chapter" Similar Substance 
"Class" New 
l 
159 "Carrron Menterships" Similar Substance 
159 "camon shares" Similar Substance 
5044 161 "Constituent Corp. " Sarre Substance 
5045 160 i•eontrol" Substantive Change 
5046 162 "Corporation11 Substantive Change 
5047 164 "Directors" Similar Substance 
5048 165 "Disappearing Corp. II Same Substance 
5049 166 "Distribution" Substantive Change 
5050 167 "I:X:nestic Corp." Sarre Substance 
5051 169 "Filed" Sarre Substance 
5052 171 "Foreign Business Corp." Substantive Change 
5053 171 "Foreign Corp. " Substantive Change 
5054 "Incentive and benefit plans" New 
5055 172 "Liquidating price" Substantive Change 
5056 II Member II New 
5057 ''M3nbership'' New . 
5058 ".Mernl:ership certificate" New 
5059 "Nonprofit :rrutual benefit corp. 11 New 
5060 "Nonprofit public benefit corp." New 
5061 .. Nonprofit religious corp." New 
5062 173 110fficers certificate" Sarne Substance 
5063 174 "On the certificate" Similar Substance 
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5064 175 "Parent" Similar Substance 
5065 "Person" New 
5066 "Preferred rrernbership" New 
5067 176 "Preferred shares" Similar Substance t 
5068 177 "Proper Cmm.ty" Substantive Change 
5069 178 "Proxy" Similar Substance 
5070 179 "Proxyholder'' Saire Substance 
5071 185 II Shareholder" Similar Substance 
5072 184 "Shares" Similar Substance 
5073 189 "Subsidiary" Similar Substance 
5074 190 "Surviving Corp. II Saire Substance 
5075 192 ''Vacancy" Similar Substance 
5076 193 "Verified" Sarre Substance 
5077 194 ''Vote" Substantive Change 
5078 194.5 "Voting Power" Similar Substance 
5079 195 "Written" Sarre Substance 
5080 "Written ballot II New 
·. 
PARI' 'lWJ 
PUBLIC BENEFIT a::>RPORATIONS 
'IOPIC m NEW 
OCL § NJNPR)FIT CODE CXlflENl'S 
Chapter 1 
Organization and Bylaws i 
5110 100 Art 1 Title: Provisions Similar Substance 
5111 206 Similar Substance 
5120 200 Art 2 Forrration Substantive Change 
5121 New 
5122 201 Similar Substance 
5130 202 Art 3 Articles of Incorp. Similar Substance 
5131 202 Similar Substance 
5132 204 Similar Substance/New 
5133 209 Sane Substance 
5134 210 Sarre Substance 
5140 207 Art 4 Pc:Mers Substantive Change 
5141 208 Similar Substance 
5142 New 
5150 211 Art 5 Bylaws Similar Substance 
5151 212 Substantive Change 
. 
. 
5152 New 
5160 213 Art 6 !£)cation: Inspection Substantive Change 
Chapter 2 
Directors and Managerrent 
5210 300 Art 1 General Provisions Similar Substance 
5211 307 Substantive Change 
5212 311 Similar Substance 
5213 312 Substantive Change 
5214 313 Similar Substance 
5215 314 Sane Substance 
-2-
5220 Article 2 Selection, etc. New 
Directors 
5221 302 Substantive Change 
5222 303 Substantive Change l 
5223 304 Substantive Change 
5224 305 Substantive Change 
5225 308 
Substantive Change 
5226 cf.305{d) New 
5227 New 
5230 Art 3 Standards of Conduct New 
5231 309 Similar Substance 
5232 New 
5233 New 
5234 310 Substantive Change 
5235 cf. 310 (a) (3) New 
5236 315 Substantive Change 
5237 316 Substantive Change 
5238 317 Substantive Change 
5240 Art 4 Invest:rrent New 
. 
5241 New 
5250 Art 5 New 
5260 Art 6 Corrpliance IR:: New 
Chapter 3 
1-~rs 
5310 Art 1 Issuance New 
5311 New 
5312 New 
5313 New 
5320 Art 2 Transfer Nev.J 
-3-
5330 Art 3 Types New 
5331 Ne.w 
5332 New 
5340 Art 4 Termination New 
i 
5341 New 
5350 Art 5 Rights: Obligations New 
5351 New 
5352 414 Similar Substance 
5353 415 Similar Substance 
5354 413 Substantive Change 
Chapter 4 
Distributions 
5410 Art 1 Limitations New 
5420 cf.506 Art 2 Li.abili ty of Members New 
Chapter 5 
Meetings: voting 
5510 600 Art 1 General Provisions Substantive Change 
5511 601 Substantive Change 
5512 602 Substantive Change . . 
5513 603 Substantive Change 
5514 604 Substantive Change 
5515 Ne.w 
5520 Art 2 Additional Provisions Ne\'1 
5521 New 
5522 New 
5523 New 
5524 New 
5525 New 
5526 New 
-4-
5527 New 
Chapter 6 
Voting 
5610 cf.700 New 
5611 701 Substantive Change ~ 
5612 704 S.imi1ar Substance 
5613 cf.705 New 
5614 New 
5615 707 S.imi1ar Substance 
5616 708 Substantive Change 
5617 709 Substantive Change 
Chapter 7 
Derivative Actions 
5710 800 Substantive Change 
Chapter 8 
Amendment of Articles 
5810 900 S.imi1ar Substance 
5811 901 Substantive Change 
5812 902 Substantive Change 
5813 cf.903 New . 
. 
5814 New 
5815 906 Substantive Change 
5816 907 S.imi1ar Substance 
5817 908 Same Substance 
5818 909 Substantive Change 
5819 910 Substantive Change 
5820 New 
Chapter 9 
Sale of Assets 
5910 1000 Substantive Change 
-5-
5911 1001 Substantive Change 
5912 1002 Substantive Change 
5913 New 
Chapter 10 i 
Mergers 
6010 cf.1100 Art 1 Merger New 
1101 Substantive Change 
6012 cf.llOl New 
6013 1102 S..."'Ure Substance 
6014 1103 Substantive Change 
6015 1104 Subst.anti ve Change 
6016 1105 S:.lbstanti ve Change 
6017 1106 Sane Substance 
6018 1108 Substantive Change 
6020 1107 Art 2 Effect of Merger Substantive Change 
6021 1109 Similar Substance 
6022 New 
Chapter 11 
Bankruptcy 
6110 Chap 14 Sarre Substance . 
Chapter 12 
Required Filings 
6210 1502 Similar Substance 
6211 1503 Similar Substance 
6212 1504 Similar Substance 
6213 1505 Similar Substance 
6214 1506 Similar Substance 
6215 1507 Similar Substance -· 
6216 1508 Substantive Change 
-6-
Chapter 13 
Records Repc>rts Inspection 
Art 1 General Provisions New 
New 
r 
New 
New 
1500 Art 2 Re:JUired Records Substantive Change 
1501 Substantive Change 
1501 Substantive Change 
1501 Substantive Change 
New 
1600 Art 3 Rights of Inspection Substantive Change 
1601 Substantive Change 
New 
6333 1601 Substantive Change 
6334 1602 Similar Substance 
6335 New 
6336 1603 Similar Substance 
6337 1604 Similar Substance 
6338 New . 
Chapter 14 
Service Process 
6410 ChaP 17 Same Substance 
Chapter 15 
Inv. Dissolution 
6510 1800 Substantive Change 
6511 1801 Substantive Change 
6512 1802 Similar Substance 
6513 1803 Similar Substance 
6514 1804 Same Substance 
-7-
1805 Similar Substance 
1806 Substantive Change 
1807 Substantive Change 
1808 Similar Substance t 
1809 Similar Substance 
Chapter 16 
Voluntary Dissolution 
1900 Substantive Change 
1901 Substantive Change 
1902 Substantive Change 
1903 Substantive Change 
6614 1904 Substantive Change 
6615 1905 Substantive Change 
6616 1906 Similar Substance 
6617 1907 Substantive Change 
Chapter 17 
General Dissolution Provisions 
6710 2001 Similar Substance 
6711 2002 Similar Substance 
6712 2003 Substantive Change 
. 
6713 2004 Substantive Change 
6714 2005 Similar Substance 
6715 New 
6716 New 
6717 2006 Substantive Change 
6718 2008 Similar Substance 
6719 2009 Similar Substance 
6720 2010 Same Substance 
6721 2011 Similar Substance 
-8-
Chapter 18 
Crirres: Penal ties 
6810 2204 Substantive Change 
2253 Similar Substance t 
6812 2254 Substantive Change 
6813 2255 Substantive Change 
6814 2256 Sarre Substance 
6815 New 
Chapter 19 
Foreign Corporations 
6910 Substantive Change 
·. 
PARI' THREE 
MrJruAL BENEFIT OORro:RATIONS 
'IDPIC IN NLW 
GCL § NJNPIDFIT OODE <::XM-1ENrS 
Chapter 1 
Organization and Bylaws 
t 
7110 100 Art I Title: Purp:>ses Similar Substance 
7111 206 Similar Substance 
7120 200 Art 2 Fonnation Bubstanti ve Change 
7121 New 
7122 201 Similar Substance 
7130 202 Art 3 Articles of Inco:rp. Similar Substance 
-7131 202 Similar Substance 
7132 204 Similar Substance/New 
7133 209 Same Substance 
7134 210 Same Substance 
7135 New 
7140 207 Art 4 Po;..vers Substantive Change 
7141 208 Similar Substance 
7142 New 
7150 211 Art 5 Bylaws Similar Substance 
. 
. 
7151 212 Substantive Change 
7152 New 
7160 213 Art 6 location: Inspection Substantive Change 
Chapter 2 
Directors and .Managerrent 
7210 300 Art 1 General Provisions Similar Substance 
7211 307 Substantive Change 
7212 311 Similar Substance 
7213 312 Substantive Change 
7214 313 Similar Substance 
-2-
314 Same Substance 
Art 2 Selection, etc. New 
Directors 
302 Substantive Change I 
303 Substantive Change 
304 Substantive Change 
305 . Substantive Change 
7225 308 
Substantive Change 
7230 Art 3 Standards of Conduct 
New 
7231 309 
Similar Substance 
7232 
New 
New 
7233 
7234 310 
Substantive Change 
cf.315 New 
7236 316 
Substantive Change 
7237 317 
Substantive Change 
New 
7238 
New 
7240 
Chapter 3 
Mes:rbers 
7310 Art 1 lssuance 
New 
New 
7311 
7312 
New 
7313 
New 
7314 
New 
7315 
New 
Art 2 Transfer New 
7330 Art 3 Types 
New 
New 
7331 
7232 
New 
-3-
7233 New 
7340 Art 4 Termination New 
7341 New 
7350 Art 5 Rights: Obligations New ~ 
7351 New 
7352 413 Substantive Change 
7353 414 Similar Substance 
7354 415 Similar Substance 
Chapter 4 
Distributions 
7410 Art 1 Limitations New 
7411 500 Substa.'1ti ve Change 
7412 501 Substantive Change 
7413 502 Substantive Change 
7414 New 
7420 cf.506 Art 2 Liability of Menbers :t-1ew 
Chapter 5 
Meetings: Voting 
7510 600 Art 1 General Provisions Substantive Change 
7511 601 Substantive Change ·. 
7512 602 Substantive Change 
7513 603 Substantive Change 
7514 604 Substantive Change 
7515 New 
7520 Art 2 Additional Provisions New 
7521 New 
7522 New 
7523 New 
7524 New 
7525 New 
-4-
7526 New 
7527 New 
Chapter 6 
Voting 
7610 cf. 700 New i 
7611 701 Substantive Change 
7612 704 Siroi.lar Substance 
7613 cf.705 New 
7614 707 Siroi.lar Substance 
7615 708 Substantive Change 
7616 709 Substantive Change 
Chapter 7 
Derivative Actions 
7710 800 Substantive Change 
Chapter 8 
Arrendrrent of Articles 
7810 900 Siroi.lar Substance 
7811 901 Substantive Change 
7812 902 Substantive Change 
7813 cf.903 New 
·. 
7814 New 
7815 906 Substantive Change 
7816 907 Siroi.lar Substance 
7817 908 Sarre Substance 
7818 909 Substantive Change 
7819 910 Substantive Change 
7820 New 
Chapter 9 
Sale of Assets 
7910 1000 Substantive Change 
-5-
7911 1001 Substantive Change 
7912 1002 Substantive Change 
7913 New 
I 
Chapter 10 
Mergers 
8010 cf. 1100 Art 1 Herger New 
8011 1101 Substantive Change 
8012 New 
8013 1102 Same Substance 
8014 1103 Substantive Change 
8015 1104 Substantive Change 
8016 1105 Substantive Change 
8017 1106 Sane Substance 
8018 1108 Substantive Change 
8020 1107 Art 2 Effect of Merger Substantive Change 
8021 1109 Similar Substance 
8022 New 
Chapter 11 
Bankruptcy 
. 
8110 Chap 14 Sarne Substance 
Chapter 12 
Required Filin~s 
8210 1502 Similar Substance 
8211 1503 Similar Substance 
8212 1504 Similar Substance 
8213 1505 Similar Substance 
8214 1506 Similar Substance 
8215 1507 Similar Substance 
8216 1508 Substantive Change 
-6-
Chapter 13 
Records Reports Inspection 
8310 Art 1 General Provisions Nav 
8311 Nav 
t 
8312 Nav 
8313 Nav 
8320 1500 Art 2 Rf.qUired Records Substantive Change 
8321 1501 Substantive Change 
8322 1501 Substantive Change 
8323 1501 Substantive Change 
8324 New 
8330 1600 Art 3 Rights of Inspection Substantive Change 
8331 1601 Substantive Change 
8332 New 
8333 1601 Substantive Change 
8334 1602 Similar Substance 
8335 New 
8336 1603 Similar Substance 
8337 1604 Similar Substance 
. 
. 
8338 Nav 
Chapter 14 
Service Process 
8410 Chap 17 Sarre Substance 
Chapter 15 
Inv. Dissolution 
8510 1800 Substantive Change 
8511 1801 Substantive Change 
8512 1802 Similar Substance 
8513 1803 Similar Substance 
8514 1804 Sarre Substance 
-7-
8515 1805 Similar Substance 
8516 1806 Substantive Change 
8517 1807 Substantive Change 
8518 1808 Similar Substance 
l 
8519 1809 Similar Substance 
Chapter 16 
Voluntary Dissolution 
8610 1900 Substantive Change 
8611 1901 Substantive Change 
8612 1902 Substantive Change 
8613 1903 Substantive Change 
8614 1904 Substantive Change 
8615 1905 Substantive Change 
8616 1906 Similar Substance 
8617 1907 Substantive Change 
Chapter 17 
General Dissolution Provisions 
8710 2001 Similar Substance 
8711 2002 Similar Substance 
8712 2003 Substantive Change ·. 
8713 2004 Substantive Change 
8714 2005 Similar Substance 
8715 New 
8716 New 
8717 2007 New 
8718 2006 Substantive Change 
8719 New 
8720 2008 Sa:rre Substance 
8721 2009 Similar Substance 
-8-
8722 2010 Sa.rre Substance 
8723 2011 Similar Substance 
Chapter 18 
Crirres: Penalties I 
8810 2204 Substantive Change 
8811 2251 Similar Substance 
8812 2253 Similar Substance 
8813 2254 Substantive Change 
8814 2255 Substantive Change 
8815 2256 sa.rre Substance 
8816 2252 Substantive Change 
8817 New 
Chapter 19 
Foreign Corporations 
8910 Chap 21 Substantive Change 
·. 
PARI' FUJR 
RELIGIOUS CDRPORATIONS 
PUBLIC BENEFIT 
CDRP. § TITLE QJM1ENrS 
--
Chapter 1 
Organization and By laws t 
9110 5110 Art 1 Title For derivation of these 
sections, refer to chart 
9111 5111 for Part 'IW:J. If no 
cooparable Part 'lW:J 
9120 5120 Art 2 Fonnation section is given, the 
section is new. 
9121 5121 
9130 5130 Art 3 Articles of Inrorp. 
9131 5131 
9132 5132 
9133 5133 
9140 5140 Art 4 PCMers 
9141 5141 
9142 5142 
9150 5150 Art 5 Bylaws 
9151 
9152 5152 
9160 5160 Art 6 Location: Inspection 
. 
. 
Chapter 2 
Directors and Manase.m:mt 
9210 5210 Art 1 General Provisions 
9211 5211 
9212 5212 
9213 5213 
9214 5214 
9215 5215 
9220 Art 2 Selection of Directors 
9221 
-2-
9222 For derivation of these 
sections, refer to chart 
9223 for Part '.1\<;o. If no 
ccmparable Part '.1\<;o 
9224 section is given, the 
section is new. 
9225 
t 
9226 
9230 Art 3 Examination by N3 
9240 Art 4 Standards of Conduct 
Chapter 3 
M=mbers 
9310 5310 Art 1 Issuance M::mberships 
. 9311 
9312 
9313 5313 
9320 5320 Art 2 Transfer of M::mberships 
9330 5330 Art 3 Types of Memberships 
9331 5331 
9332 5332 
9340 Art 4 Fo:r::rra.tion of Membership 
9350· 5350 Art 5 Rights and Obligations 
. 
9351 5351 . 
9352 
9353 5353 
Chapter 4 
Meeting and Voting 
9410 
9411 
9412 
9413 5514 
9414 5515 
9415 
-3-
9416 For derivation of 
these sections, refer 
9417 to chart for Part 'IWo. 
If oo canparable Part 
9418 'IWo section is given, 
the section is "f'I£M. 
i 
Chapter 5 
Records, Re:p::>rts and 
Rishts of Inspection 
9510 6320 
9511· 
9512 
9513 
9514 
Chapter 6 
Misc. Provisions 
9610 Chap. 4 Art 1 Distributions 
9620 Chap. 8 Art 2 J\rrendment Articles 
9630 Chap. 9 Art 3 Sale of Assets 
9640 Chap. 10 Art 4 Merger 
9650 Chap. 11 Art 5 Bankruptcy 
9660 Chap. 12 Art 6 Filings 
9670 Chap. 14 Art 7 Service of Process . . 
9680 Chap. 16 Art 8 Dissolution 
9690 Chap. 18 Art 9 Cr:i.rres and Penal ties 
PARI' FIVE 
TRANSITION ProVISIONS 
NE.W NJNProFIT 
c.mE § OCL § TITLE <XM1ENI'S 
9910 2300 1·~g of New Iaw Sane Substance 
9911 (a)- (e) 230l(a) Applicability of New Law Same Substance 
9911 (f) 230l(b) Same Substance 
(g) (c) Sane Substance 
9912 
9913 2302 Applicability of Certain Same Substance 
Article RaJuirerrents 
9914 2303 Applicability of Certain Sane Substance 
·Article Requirerrents 
9915 2304 Applicability of By-Law Sane Substance 
Requirements 
9916 2305 Applicability of Officer Sane Substance 
Requirements 
9916.5 
9917 2306 Applicability of Indemnity Sane Substance 
Agent 
9918 2307 Applicability of Share Cert. Same Substance 
Legends 
9919 2308 Applicability Shareholder Sane Substance 
Dist. 
2309 Applicability Redertption Sane Substance 
9920 2310 Applicability Shareholder Sane Substance 
Meetings 
9921 2312 Applicability Derivative Sane Substance 
Suit Requirenents 
9922 2313 Applicability Sales Assets Sane Substance 
9923 2314 Applicability Invol. Sane Substance 
Dissolution 
9924 2315 Applicability Vol. Sane Substance 
Dissolution 
-2-
2316 Applicability Cert. of Sane Substance 
Foreign Assoc. 
9925 2317 Applicability Service of Sane Substance 
Agent 
9926 2318 Corp's Existing in 1873 Same Substance 
r 
9927 2319 Suspension of Corp. Under Sarre Substance 
Prior Law 
·. 
